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ARGENTINA 

ARGENTINA, Brazil, and Chile, the so-called A.B.C. group, are the 
three leading countries of South America by reason of their size, 
influence, and cultural development. Argentina is the richest and most 
powerful, and the most progressive from the material point of view. 
Her population, of over 13 million, is predominantly white, the vast 
majority being the descendants of Spanish or Italian immigrants, who 
have preserved their spiritual and intellectual ties with Europe, and 
along with this has gone a development of the country’s trade far more 
with Europe than with North America. That this was so was due 
partly to the great distances between the Argentine ports and those of 
the United States, partly to the fact that European and, particularly, 
British capital helped to build up the country, and partly because 
Argentina’s economy is competitive with rather than complementary to 
that of the United States. Argentine produce therefore went across 
the Atlantic—for many years about 40 per cent of total exports went 
to Great Britain. All this has resulted in Argentina being the least 
“Pan-American”’ of all the Latin American countries. She has always 
evinced a certain aloofness towards every move aimed at American 
solidarity, and even now, when the threat to the independence and 
sovereign integrity of the Latin-American countries has become very 
evident, she shows a great reluctance to take any step which would 
identify her foreign policy with that of the other Republics, even 
where the defence of the country is concerned. In fact, she has always 
maintained that the United States would be quite incapable of helping 
her, were she attacked, though whether this view has been modified 
by the recent decision of the U.S. Navy to patrol the South Atlantic, 
with its supply base at Montevideo, is not yet apparent. 

Apart from the reasons mentioned above, Argentina’s attitude of 
isolation must be traced to a number of circumstances, internal as 
well as external. Her civilization and wealth have given her some 
reason to feel that she is destined to be the leader of the Latin-American 
countries, and to resent any implicit assumption that the United 
States should play this role. The comparative backwardness of 
Paraguay! and her own control of most of the basin of the Paraguay 
and Parana rivers has led to her adopting an imperialist policy as 
regards the La Plata area, which, in any case, she would argue is 
both politically and economically quite outside the Unites States’ 
orbit. Until the war cut off nearly all trade with Europe this was 
largely true, since little of the trade of the area was with North 
America, and the fact that the United States placed an embargo on the 

' Paraguay is sometimes described as an Argentine colony, and actually the 
trade and industry of the country is largely in Argentine hands or dependent on 
Argentine capital. 
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importation of Argentine meat (owing to foot-and-mouth disease, 
endemic in mild form in parts of Argentina) has added an emotional 
factor to the economic circumstances which have been partly res- 
ponsible for Argentina’s aloofness. 

Politically this attitude is rooted very largely in the internal pro- 
blems of Argentina herself. The country is at present in the transition 
stage of political and social development between that of an economy 
based on large land holdings in the hands of a cattle-breeding ‘“‘aris- 
tocracy’’, with no middle or industrial class, and one in which a balance 
is maintained between this “aristocracy’’, with its conservative outlook, 
and a large and well developed middle class. For Argentina now 
possesses a powerful middle class, which has grown up comparatively 
recently mainly from among the immigrants—largely Italian—and 
their sons largely as a result of the development of industry, and 
tends to be Radical in politics. The problem of adjustment between 
these two elements, whose ambitions are often directly opposed,' 
has not yet been solved, and the political history of the country of 
recent years has been one of the struggle of the conservatives to 
maintain their ascendancy. 

The President, Dr. Castillo, is a Conservative, and in December, 
1941 he declared a state of emergency, owing to “‘the gravity of the 
international situation and the need to suppress all activity likely 
to inflame passions or disturb the public peace’. That he was able to 
do this was due partly to the fact that the Cabinet is composed of 
men of a rigidly conservative outlook, partly to the lack of unity, and 
even of a programme, among the Opposition, and partly to the failure 
of Congress to deal with the economic situation, which was critical. 
This again was due to other factors, all bound up with the domesti 
political troubles of the country. Until last March the Radicals had a 
majority in the Chamber of Deputies, but the Conservatives dominated 
the Senate. The late President, Sefior Ortiz, was a Radical in tradition 
and outlook, but in August, 1940 he was forced by ill-health and 
blindness to hand over the exercise of his functions to the Vice President, 
Dr. Castillo, and was never able to resume them.? Elections held in 
two Provinces eighteen months ago were declared by the Radicals 
and Socialists to have been managed by the Government (then efiec- 
tively under Dr. Castillo’s control) and the two parties, failing to 
make their protests heard, adopted an obstructive attitude in Congress. 
As a result of this no legislation was passed, and in April, 1941 Dr. 
Castillo declared that, to end the deadlock, he would govern by decree. 
Congress met in May, 1941, but he made it clear he intended to ignore 
it, and conducted the foreign policy of the Government with the 
collaboration of the Cabinet alone.* The Opposition bears its share o! 
' 1The cattle-breeders, for example, tend to oppose industrialization, on tl« 
ground that it would seriously reduce the imports of manufactured goods, and 
so adversely affect meat exports. 

2On June 24 Dr. Ortiz finally resigned, and on July 15 he died. On June 27 
Congress had accepted his resignation and voted Dr. Castillo to the Presidency 

% Elections to the Chamber took place in Buenos Ayres and in thirteen Pro- 
vinces last March. The Government Coalition (the Concordancia, composed 0! 
the Conservatives and the anti-Personalistas—originally those of President 
Irigoyen’s party who split from his followers in 1928) obtained 76 seats, tl 


Radicals (many of whom did not vote) 65, and the Socialists 17, so that the 
Socialists now hold the balance of power. 
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responsibility for this. It had forfeited much support in the country 
by stultifying the activities of Congress, boycotting all legislation 
even when it was concerned with measures, such as the acceptance of 
a loan from the United States, which were clearly of direct and much 
necded benefit to the country. It is now calling for solidarity with the 
United States and severance of relations with the Axis, but the Govern- 
ment possibly fears to modify the policy they have been following, for 
fear of playing into its hands. This, and the disinclination to admit 
the leadership of the United States in Latin-American affairs, are 
chiefly responsible for the attitude of Argentina at the Rio Conference 
last January, but it should also be mentioned that many of the senior 
oflicers of the Army are believed to have a considerable admiration 
for the German Army. Some of them received their training in Germany, 
and a German military mission trained the Argentine Army from 1915 
to 1940.2. Another factor is the attitude of the Church, a powerful 
influence in a country whose people are predominantly of Spanish and 
Italian origin, and at least one ultra-clerical paper is definitely un- 
friendly to the Allied nations. 

Ihe position to-day is that demonstrations are being made from 
time to time against Germany and in protest against the policy of 
neutrality, while the Government seem determined to do nothing to 
compromise this policy. Speaking on July 6 the President characterized 
those who did not share his views on foreign policy as professional 
agitators and war-mongers, recommending those who wanted to fight 
for democracy to leave the country and go to the war fronts. 

It should not be assumed, however, that the maintenance of strict 
neutrality as the principle of Government policy implies any weakening 
of the determination to uphold and defend the country’s sovereignty 
and independence. Argentine policy is above all “nationalist’’ and is 
equally jealous of interference in any form from any foreign country. 
In the summer of 1941 action was taken to control the activities of the 
Germans in the country, which by then were causing very general 
alarm. Thirty leading Germans were arrested and a German-controlled 
radio station was closed down. The Chamber of Deputies, by 95 votes 
to 7, provided for the setting up of a Committee to investigate anti- 
\rgentine activities, and this, under Deputy Taborda, quickly got to 
work. Its first report declared that some 500,000 German Storm 
[Troopers were organized throughout South America, of whom 60,000 
were in Argentina, and that they were under oath to serve Hitler 
‘to the death’’. It also charged the German Ambassador with attempt- 
ing to send radio apparatus to other German missions under cover of 
diplomatic immunity. Later reports made other and more serious 
charges. * 

As there are some 50,000-60,000 German nationals in the country, 
and about 200,000 other people of German blood and speech, they 
constitute potentially a very serious menace. They maintain over 140 
German schools, 200 or more social clubs and centres, and the activities 


‘In September, 1941, a coup d’état by elements in the Air Force was attempted, 
with which leaders of the Nazis were said to be connected. See Bulletin of 
October 4, 1941, page 1301. 

* For further details see the Bulletins of September 6 and 20, and October 4, 
1941. 
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Party. Apart from this, the Transocean News Agency spends large 
sums on the local press, and buys time on the three chief radio services, 

One result of the recognition of the danger from these activities was 
the formation early in 1940 of the Accién Argentina, originally meant 
to be a non-party movement, and including many Conservatives and 
Radicals among its members. It repudiates the Government’s policy of 
isolation, and has denounced the attitude of the Foreign Minister as 
“tepid and vacillating towards the diplomats directing the campaign 
of Nazi penetration” and the activities of the Fifth Column. In 
November last it organized a series of meetings all over the country 
to demonstrate in favour of co-operation with the United States and a 
firmer handling of Nazi activities, but the Home Minister banned 
them, declaring, in justification, that “the offence to the authority 
charged by the Constitution with the management of foreign affairs 
obliges the prohibition of assemblies of a character evidently conspiring 
against the public welfare and orderly government”. Accién Argentina 
then issued a manifesto pointing out the danger of Argentine neutrality 
being maintained at the expense of her democratic institutions, “‘at 
the cost of our sovereignty or of the fundamental principles which 
govern our democracy’. 

The views of the Chamber of Deputies in this matter of dealing with 
German activities were made quite clear in September last, when it 
passed a vote of censure on the German Ambassador, after the publica- 
tion of the Taborda Committee’s first report. But the Foreign Minister 
saw the Ambassador and formally dissociated the Government from 
the opinion of Congress. 

Reference has already been made to Argentina’s foreign trade. The 
great reduction in trade with Europe has resulted in the piling up of 
huge surplus stocks of wheat, maize, linseed, and other produce 
generally exported. The Government has made great efforts to 
increase trade with Brazil and the U.S.A. and to develop industrializa- 
tion at home. By 1941 trade with the U.S.A. had practically trebled 
as compared with 1939; exports to that country were over 36 per cent 
of the total, and imports from it 27.8 per cent. On October 14, 1941 
a trade treaty was signed, based on the most-favoured-nation treat- 
ment, by which the United States halved the tariff on Argentine 
linseed and canned meats and granted concessions on wool, hides, and 
other products. Argentina reduced the tariff on certain U.S. goods 
affecting some 30 per cent of those imported from there in 1940. 

The importance of maintaining the export of agricultural products 
will be realized when it is remembered that though Argentina is so 
widely identified with the meat trade nearly half her exports are 
normally agricultural as distinct from pastoral. In 1940-41 the pro- 
duction of wheat was well over 7 million tons, and of maize nearly 
ten-and-a-half million. Exports of wheat fell from 4,325,000 tons in 
1939 to 3,642,000 in 1940, while maize exports fell from 3,197,000 tons 
to 1,875,000 tons, and linseed from 1,181,000 to 752,000 tons. 

In matters of defence Argentina has never shown much willingness 
to co-operate with the other Republics of the hemisphere. The nearest 
approach to concerted action was taken in December, 1940 when the 
Foreign Minister met the Uruguayan Foreign Minister at Colonia to 





LATIN AMERICA AND THE WAR—III , 649 


discuss the defence of the River Plate area, and in February, 1941 
when representatives of all the River Plate countries met in Montevideo 
to study the question of co-operation. But one of the complaints made 
by the Opposition, and voiced in the country generally, has been 
that nothing has been done to implement the agreement concluded at 
Colonia. Discussions with Chile regarding the defence of the Magellan 
Straits seem also to have proved inconclusive so far. 

The Army is composed of some 48,500 of all ranks, with a reserve 
of 300,000. It is hoped to increase the active Army to a strength of 
64,000 in 1944 and ultimately to 84,000. The Navy possesses two old 
but modernized battleships of 27,720 tons, two cruisers of 6,000 tons 
odd, 16 destroyers, 3 submarines, and auxiliary vessels. There are also 
4 very old coast defence ships which have been modernized. The Air 
Force at the end of 1941 consisted of some 400 pilots and 250 aero- 
planes. In April, 1941 plans were set on foot for training 5,000 more 
pilots, but so far not much progress has been made in putting them into 
efiect, though a sum of 646 million pesos was voted for this and for 
other measures of rearmament. Argentina is able to supply some of her 
minor requirements in the way of arms, and there is a Military Aviation 
Factory at Cérdoba. 


BRAZIL 

Brazil has long had a tradition of friendship with the U.S.A., and 
on occasion has adopted an attitude of some detachment from the 
rest of South America. She took no part in the series of Latin American 
Conferences, originated by Bolivar in 1826, and was the only South 
American Republic to follow the U.S.A. into the last war in 1917. 
The reasons for this attitude are racial, geographical, historical, 
and commercial. As the only country of Portuguese origin she has 
maintained the separation from the rest of Latin America which was 
implied in the Pope’s division of the New World between Portugal 
and Spain in the sixteenth century, and her history as an Empire 
from 1821 to 1891 was quite different from that of the other Republics, 
which developed from the revolts of colonies against the Spanish 
Government. 

The present war and the German occupation of Europe have brought 
home to Brazil more strongly than to any other South American 
Republic the need for continental solidarity, for her Atlantic coast is 
most vulnerable to attack from Germany, the distance from Natal 
to Dakar being less than half that to New York. German transport 
planes could shuttle across these 1,715 nautical miles with little 
difficulty to lead a German rising in South America, and in view of the 
evidences of preparation for such a rising it is not surprising that the 
corner-stones of Brazilian policy in the present conflict are continental 
solidarity and co-operation with the U.S.A. But the economic ties 
between Brazil and the U.S.A. have been a major influence on the 
development of Brazil’s wartime policy. Even before Pearl Harbour 
President Vargas had affirmed his solidarity, in all matters of hemi- 
sphere defence, with the U.S.A. should she go to war with Germany, 
and in January last the Diario de Noticias wrote: ‘“The fate of Brazil 
is staked in defence of our American family, the liberty of the world, 
and human civilization.’’ Economic interests play a large part in this 
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attitude. The United States is Brazil’s best customer,’ now that 
trade with Europe has been drastically reduced, buying more than 
half her coffee crop, supplying her in return with most of the materials 
and manufactured articles she needs to import, and extending to her 
very considerable assistance in the form of loans. 

The United States of Brazil, the fourth largest country in the world, 
covers almost half the total area of South America, and has vast 
potential resources. Nearly every crop will grow in one part or other 
of the tropical Amazon basin or the lofty plateau, and the country 
contains almost every known mineral, including some of great strategic 
importance. Yet this enormous wealth is in the main untapped, for 
the north and interior remain practically undeveloped, and for this 
backwardness lack of communications is one of the main causes. 
Conditions are uniformly unfavourable to railway development in 
most of the country; there are no railways in the Amazon basin, the 
main network being in the south-east, where the most intensive 
urbanization has taken place around Rio and Sao Paulo. But even 
here communication between the highlands and the coast is made 
difficult by the steepness of the eastern edge of the plateau and the 
deeply-cut valleys; and the sea route is the only means of transport, 
other than by air, along most of the coast. 

In so vast and varied a country regionalism and local patriotism 
are naturally strong, and until the opening of the Vargas régime in 
1930 internal affairs were dominated by the struggle for power among 
the leading States. The north and interior, because of their small 
populations and backwardness, have had little political influence in 
the past; the influence of the south has been growing, but Brazilian 
politics were traditionally dominated by the centre, by Sao Paulo 
and Minas Geraes. The Constitution of 1891 imposed severe limitations 
on the Federal Executive, and this, together with difficulties of com- 
munication, made constitutional government almost impossible. 
The central Government was therefore driven either to autocrati: 
rule or to passing the legislation demanded by the States. The world 
crisis of 1929, however, destroyed both the economic and political 
systems under which Brazil had been living since the fall of the Empire 
in 1889. The over-production of coffee, which hit the great interests 
of Sao Paulo hard, the collapse of the rubber industry in the north, 
the fall of the meat export industry which had grown up during the 
1914-18 war, the cramping of economic activities by out-of-date 
legislation, and serious droughts in the north-east all brought about 
an economic crisis which ended in a military uprising in November, 
1930, and brought into power the opposition candidate, Dr. Getulio 
Vargas. He at once dissolved Congress, suspended the 1891 Constitu- 
tion, and in place of the State Executives appointed “interventors’’ 
responsible to himself. He also made energetic attempts to deal wit! 
the economic crisis by the abolition of inter-State taxes, the limiting 
of sugar production, the destruction of inferior grades of coffee, and 
the encouragement of minor industries. But there was strong fecling 
in some States against this central authority, and in July, 1932 Sao 
Paulo, the most highly populated of them, revolted. This revolt was 


1In 1940 the United States took 42.3 per cent of all Brazil’s exports an: 
supplied 51.9 per cent of all her imports. 
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suppressed, but the Vargas Government adopted a conciliatory attitude, 
and called a Constituent Assembly, which promulgated a new Consti- 
tution in July, 1934, whereby the powers of the central Government 
and of the President were carefully defined. Dr. Vargas was appointed 
the first constitutional President, with a Chamber of Deputies elected 
by universal suffrage. In November, 1935 there was a rising among 
the armed forces in the north-east and in the capital, attributed by the 
Government to Communist influences. It ended with the Communist 
leaders being thrown into prison, where they have remained ever 
since, 

In 1937 the Presidential elections provided for by the 1934 Con- 
stitution, which laid it down that no President could stand for a 
second term, were due to be held. On November 10, by a coup .d’ état, 
President Vargas dissolved Congress and assumed dictatorial powers. 
(he official explanation of this stroke was the imminence of armed 
revolt through the action of subversive elements. Taken by surprise, 
the country accepted the event quietly; State Governors were deposed, 
with few exceptions, and under a new Constitution, promulgated out 
of hand, Brazil adopted an authoritarian régime. This revolution 
was fundamentally nationalistic; its primary aim was the achieve- 
ment of national unity and the increase of national strength. The rule 
of Dr. Vargas is a benevolent dictatorship, and it may be argued that, 
owing to the geographical and historical structure of Brazil, a strong 
central Executive of this type is essential to preserve the nation from 
dissolution. Every movement against the Government is held to be 
prejudicial to the national interest, and the Integralista (Fascist) 
revolt in 1938 was crushed just as effectively as the Communist in 
i935; but strict regimentation is, in theory at least, repudiated. The 
comparison of the régime with totalitarian governments fails to take 
into account the fact that a strong central Government is necessary 
to impose unity on Brazil’s immense, thinly populated, and amorphous 
territory, with its strongly marked regionalism, its diversity of econo- 
mic interests, and its inadequate communications. 

Probably the most serious threat to Brazilian unity is presented by 
the large communities of immigrants within her borders, some of 
whom have maintained their original traditions and culture. Racial 
feeling is completely absent from the character of the average Brazilian, 
and there is no colour bar. Roughly 14 per cent of the population is 
estimated to.be negro, and over 20 per cent mulatto, or of mixed white 
and negro blood. There has been a large German and Italian immigration 
during the last 100 years, and while persons of Italian origin, estimated 
to number one-seventh of the population, have on the whole been 
successfully assimilated, the German colony remains virtually distinct 
and self-contained. The total German-speaking population of Brazil 
is estimated at between 800,000 and 1,200,000, and these, together with 
about 200,000 Japanese mainly in Sao Paulo, present a most difficult 
problem to the Government. The people of German blood are mainly 
concentrated in the three southern States of Rio Grande do Sul, 
Santa Catharina, and Parana, where they are estimated to number 
921,000, of whom 105,000 are German citizens. The Vargas Govern- 
ment has been energetic in its suppression of German associations 
and schools, where teaching in any language but Portuguese is for- 
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bidden, and a policy 0 of re-immigration to ia aeaal and suspension of 
fresh immigration has been adopted. Since the outbreak of war in 
Europe this control of aliens, and particularly Germans, has been 
considerably strengthened, and in August, 1941 a ban was placed on 
all newspapers published in foreign languages. Action has also been 
taken regarding the foreign airway companies. The operations of 
German and Italian airlines were particularly important in Brazil, 
where Natal provides a main link for air communications with Europe, 
and where air travel is often the only means of keeping touch between 
the various territories. The German-controlled Condor line was the 
most important line in Brazil, but in 1934 President Vargas issued a 
decree requiring that all pilots of Brazilian-registered planes must be 
Brazilian nationals. In 1940 this was tightened up to restrict flying 
to Brazilian-born pilots, and the Condor line has now been taken over 
by the Brazilian Government. The Italian L.A.T.I. line was the main 
link with Europe, flying between Dakar and Natal; in December, 
1941 the supply of oil to L.A.T.I. was stopped, and on March 27, 
1942 the Government took over all the Italian aircraft. Since the 
breaking of relations with the Axis efforts to check Fifth Column 
activity among the Germans and Japanese have been greatly intensi- 
fied, and a number of persons and groups engaged in spying, Axis 
propaganda, and sabotage have been discovered by the police. 

Added danger comes from the fact that most ‘of the Germans are 
concentrated in Santa Catharina, the province next door to the 
Misiones territory of Argentina, where some of the towns are almost 
exclusively German. Beyond the Misiones border is Paraguay, with 
some 18,000 Germans, so that in the event of a concerted movement 
by the highly organized German communities they would be operating 
from an area of great strategic importance, and could isolate Brazil 
from Argentina and Uruguay. 

In considering Brazil’s economic position, it is important to realize 
the extent of German penetration before the war. Brazil is potentially 
the richest area in the world in strategic mineral and agricultural 
raw materials. She has immense deposits of manganese ore, her iron 
ore reserves are estimated at 13,000 million tons, her nickel mines 
produce an ore second only in nickel content to those of Canada; she 
also has 40 million head of cattle (more even than Argentina), is the 
world’s fourth producer of cotton, as well as supplying 69 per cent of 
the world’s coffee, and has in the Amazon basin vast potential supplies 
of rubber. Great efforts were made by Germany, after 1933, to increase 
trade between the two countries, chiefly by the development of barter 
trade with the Aski Mark. By 1938 the percentage of Brazilian imports 
from Germany had risen to 25 per cent, while Germany imported 
from Brazil vastly increased quantities of cotton, wool, timber, rubber, 
and manganese ore (e.g. Brazilian exports of cotton to Germany rose 
from 59 tons in 1933 to 30,000 tons in 1936). But the ““compensation”’ 
method of barter trading seriously hampered Brazil’s trade with other 
countries, since the credits accumulated in Berlin could only be used 
for buying German goods. Germany also took more of Brazil’s exports 
than she herself needed and sold the surplus to countries which other- 


1In 1938 the value of Brazil's imports from Germany was greater than from 
any other country, 
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wise might have been Brazil’s customers. The Brazilians soon realized 
that whereas Germany took from them what she (Germany) required, 
she did not give them a corresponding advantage in respect of their 
uurchases from Germany. 

In July, 1937 the U.S.A., which is Brazil’s best customer, stepped in 
and advanced her a $60 million loan, on condition that her imports 
from Germany should be reduced to the 1935 level. Further American 
credits were granted, and in 1939 the U.S.A. was easily the largest 
supplier of Brazil’s imports, though Germany still came second. It 
was chiefly the lack of alternative markets that forced Brazil to trade 
so extensively with the Reich. At the beginning of the war the loss in 
Central European markets was more than made good by increased 
demands from Britain and France, while Japan and China took much 
of the cotton previously exported to Germany. The German occupa- 
tion of Europe, however, shut off Brazil from most of her European 
markets, and the U.S.A. has become an even more important customer 
for her exports. , 

An important development in Brazilian economy during the past 
ten years has been the growth of industrialization. Hemisphere 
defence is speeding this development and United States help in 
finance and by reciprocal trade treaties has made a great contribution. 
In 1941 the U.S.A. obtained by agreement the exclusive right for two 
years to purchase Brazil’s strategic materials, including manganese, 
bauxite, nickel, diamonds, and rubber, except in so far as they had 
already been absorbed within the hemisphere. $14 million have been 
lent for the development of the rich Itabira iron ore deposits in the 
state of Minas Geraes; the Export-Import Bank has made a loan of 
$100 million for the mobilization of Brazilian production and, in 
exchange for the whole Brazilian rubber output for the next five years, 
a $5 million fund has been established by the Rubber Reserve Company 
to contribute to President Vargas’ scheme for developing the rubber 
resources of the Amazon basin. Lend-lease finance is supporting the 
opening-up of this basin by the construction of a railway from the 
headwaters of the Amazon to Bolivia; Manaos, the inland centre of 
Amazonas, and once the rubber capital, is to be the focal point for 
agricultural development, while under a recent treaty with Peru, 
Brazil will obtain sufficient refined oil for the needs of the whole 
Amazon region. The Coffee Agreement of April, 1941 between fourteen 
of the Republics has done much to remedy the coffee crisis, arising 
from the loss of the United States market to other South American 
countries. Each Republic now agrees to limit its exports of coffee to 
the U.S.A. to a given figure, and Brazil still contributes over 50 
per cent of the coffee needed by that country. 

On January 28, 1942, at the close of the Rio Conference, Brazil 
broke off diplomatic and commercial relations with the Axis. During 
the first two years of the war, despite her traditional friendship with 
the United States, she followed a policy of strict neutrality, but the 
economic assistance of the United States has now given a practical 
demonstration of the Good Neighbour policy, and the comparative 
narrowness of the “Straits of Dakar’’ has revealed the extreme vul- 
nerability of the Atlantic bulge; therefore, when the U.S.A. entered 
the war, President Vargas declared that Brazil had ceased to be 
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neutral and had defined her position alongside the rest of the Continent. 
Since January the disclosure of subversive activities on a large scale 
by Axis agents and the attacks on Brazilian shipping have drawn 
Brazil into a state of undeclared hostilities. Vigorous measures have 
been adopted to suppress the Fifth Column, and reprisals have been 
taken for damage to shipping, including attacks on Axis submarines 
by Brazilian aircraft. 

Brazil has the largest army in South America, numbering about 
100,000 officers and men on the active list, with reserves of some 
250,000. It has been well trained by a French, and, since 1934, by a 
United States mission, but is hampered by lack of communications 
and of modern mechanized equipment. The Air Force consists of 
three air regiments, and the Navy has two battleships, as well as two 
protected cruisers, one destroyer, and four submarines. The outstand- 
ing need of all three Services is for modern equipment, and the U.S.A. 
signed a $100 million Lend-lease agreement in 1941 for the con- 
signment of military material, which was extended by new agreements 
negotiated by the Mission to the U.S.A. headed by the Minister of 
Finance in March, 1942. Most attention has been devoted to the forti- 
fication of the Atlantic bulge, and the harbours and airfields of Per- 
nambuco, Belém, and Natal. A naval command is reported to have 
been created in Pernambuco, the island of Fernando de Noronha, 
situated some distance off the north-east coast opposite Natal, was 
declared a military zone, and Pan-American airways have enlarged 
and improved their airfields at Belém and other centres. Concentra- 
tions of troops and Air Force units have increased in this north-east 
area, and the Army generally has been greatly expanded by the calling 
up of the officers of the second class of the reserve in January, and the 
retention of the 1941 class of conscripts in the State of Rio Grande do 
Sul after the end of their normal period of service. Since 1937 Brazil 
has built 6 minelayers, 2 monitors, and a destroyer in her own ship- 
yards. Following the loss of several ships, Brazilian merchant ships 
are now being armed for defence, and have been ordered to sail blacked- 
out and in some cases in convoys. Compulsory civil defence has been 
introduced and black-out tests have recently taken place at Natal, 
Recife, and other towns. 


CHILE 

The attitude of Chile at the Rio Conference was to some extent 
conditioned by the existence of a severe crisis at home, but the country 
has for long been reluctant to take any step in the direction of con- 
tinental solidarity which was not purely defensive. However divided 
the political parties are on all other matters, they are unanimous 
in wishing for neutrality in the war. When the Government rejected 
Uruguay’s proposal that any American nation entering the war should 
be treated as a non-belligerent their action was supported by Chilean 
public opinion,’ and one reason for this is the feeling that the country 
is incapable of taking a prominent position in continental defence. Its 
coastline of nearly 2,500 miles on the Pacific is exceedingly difficult 


1In December last, however, just after Pearl Harbour, the Government 
notified the U.S. Government that they, and any other American nation at wa! 
with a non-American country, were regarded as non-belligerent. 
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to defend, and the national resources are not of a character to make 
possible the creation of a large Army and Navy. When, late in 1940, 
a Defence Bill of 1,000 million pesos was passed, this represented half 
the total Budget, and the amount allocated to defence in the Budget 
of 1941 was nearly 622 million, or 28 per cent of the total. 

Chile has been ruled by a mildly Left Government since 1938, but 
it has suffered from lack of cohesion and from internal disputes. Econo- 
mic difficulties, due partly to the loss of markets as a result of the war, 
have aggravated the Government’s difficulties, so that, ‘distracted 
by problems of politics and economics” it has favoured traditional 
neutrality probably more than any other South American Govern- 
ment except Argentina. The country has a vulnerable coastline, and 
inadequate defence forces. This is not to say that the sympathies 
of most people in the country are not with the Allied Nations, or that 
inter-American co-operation is not welcomed. But there is also a very 
strong feeling that collective security must not be placed in the hands 
of one nation, and that the Latin-American countries must not be 
made dependent on the United States. 

The new President, elected on February 1 last, made a declaration 
of policy on his inauguration on April 2. In this he said the Govern- 
ment would maintain cordial relations with other countries, while 
fulfilling the obligations of continental solidarity. Important changes 
in foreign policy, he added, would have to be an unmistakable expres- 
sion of the national will. The press declared that Chile would study 
plans for continental defence, but would not be transformed into a 
belligerent. It was the duty of the South American States to see that 
war did not extend to the New World. The United States was in no 
position to afford adequate protection to Chile, and the severance of 
diplomatic relations would place the country in a warlike situation. 
In fact, Axis diplomatists are reported to have warned Chile that in 
their personal opinion a break would mean war. 

The attitude of the Government has very recently been defined in a 
statement, issued on June 29, regarding an announcement made by the 
Foreign Minister in the Senate, and approved by that body almost 
unanimously. He said the Government remained loyal to their pledge 
of continental solidarity, and that they were determined to “exercise 
vigilance and to suppress all activities taking place on Chilean territory, 
or within territorial waters, which might injure any American country ’’. 
He concluded by declaring that “attacks on our shipping, on the 
Panama Canal, on our coasts, or on commercial navigation in the 
Pacific Ocean from Panama to the extreme south of the American 
continent, would constitute acts affecting the interests of the Republic’”’. 

Some steps have, indeed, been taken towards concerted action in 
defence of the areas mentioned. Despite earlier rumours, no agreement 
has been reached with Argentina for the fortification of the Straits of 
Magellan, both shores of which are Chilean territory,! but in February 
it was announced that military control was being established over all 
ports, and vital points, such as Tocopilla, Antofagasta, Chafiaral, and 
San Antonio were being fortified. The 1941 class, training in the three 
Services, are being retained with the colours, and the National Defence 


' By a Treaty of 1881 with Argentina it was agreed that the Straits should be 
permanently demilitarized. 
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Council recommends an increase in the number of conscripts and the 
calling up of naval reserves. Plans have been put on foot for improving 
and extending the Air Force, with the establishment of three civil 
aviation schools and the opening, last April, of a school of Aviation 
Cadets. In March a decree was issued supplementing the budget of 
the Defence Ministry by 36 million pesos. 

Another serious problem is that of defence against subversive 
activities within the country. There are some 80,000 or more Germans 
of the first and second generation in Chile, compactly organized, with 
their own schools, newspapers, and clubs. The majority of them live 
in the Valdivia regicn, some 500 miles south of Santiago, where at 
least half the population has German blood. In the summer of 1941 
the Government took steps to curb the activities of German agents, 
refused to allow the German Minister to Bolivia, who had been expelled 
from there, to remain in Chile, arrested five Germans, members 
of a Nazi organization in Puerto Montt, and seized arms collected 
for what the pro-Ally press declared was to have been an attempt at a 
coup d'état. 

The Government was represented on the Inter-American Committee 
for Political Defence, which met in Montevideo in April to discuss 
subversive activities, but the press advocated a prudent reserve lest 
the country’s neutrality be compromised. In May a sensation was 
caused by the discovery that a telephone wire to the Admiralty had 
been tapped, and a terrorist plot was reported to have been dis- 
covered among the members of the Vanguardia Nacional Socialista, 
the Chilean Nazi organization founded by Gonzalez Von Marées in 
1932 because, as he said, parliamentary democracy no longer met the 
situation: Chile needed something more dynamic and more creative. 

The feeling created by this, however, does not affect in any way the 
attitude towards the United States and the question of severing 
relations with the Axis. There is no doubt whatever that the decision, 
taken at Rio, to join with Argentina in opposing a formal declaration 
of the severance of relations was supported by public opinion through- 
out the country. The press in general greeted it with approval and 
relief. Chile, it was pointed out, had shown her solidarity with the 
United States by declaring that country a non-belligerent; but soli- 
darity could not be twisted to mean war. It could not survive any 
pressure by one American country on another, and it was perfectly 
compatible with the maintenance of relations with the Axis. It was also 
argued that Chile was exposed to risks which differentiated it from any 
other nation on the Continent, and one paper repeated that certain 
ill-defended parts of America must not give pretexts for attacks which 
would destroy vital sources of raw materials or sever vital communi- 
cations. It is not only the vulnerability of the long coastline which 
is in the minds of Chileans. The coast of south Chile, with its numerous 
islands, would be the best place in the world for guerilla naval warfare, 
but even more serious is the fact that the plants for the copper mines 
and for the recovery of nitrate are at the coast ports in the north, and 
the opinion has been expressed that a solitary bomber could.in two 
hours so cripple these two industries as to put them out of use for 


1The population of Valdivia province was estimated in 1939 to number 
255,500. 
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two years. Further, the tin and tungsten exported from Bolivia is 
shipped from the Chilean ports of Arica and Antofagasta, so that 
there is certainly some colour of support for anxiety as to what would 
happen should Chile find herself at war with Germany and Japan. 

As to her means of defending herself, a country with only 5 million 
inhabitants, and a Budget of the equivalent of less than £20 million 
cannot maintain a large army and navy.’ The strength of the active 
Army is approximately 18,000 officers and men, and the Navy, though 
rated high in quality, comprises only one battleship, an old vessel 
of 28,000 tons modernized in 1931, three cruisers, all obsolete, eight 
destroyers, and nine submarines. The Air Force comprises three 
brigades, and is now trained by a U.S. Air Mission. 

Economically the condition of Chile is not well balanced, though she 
possesses raw materials which are now in continual demand,’ and in all 
recent years has had a favourable balance of trade. In 1939 imports 
were valued at nearly 411 million pesos and exports at over 671 
million, but since then the loss of European markets has dealt a heavy 
blow to foreign trade. Normally 60 per cent of the exports of nitrates 
went to Europe, and nearly all those of copper to Europe and Japan, 
and it has only been the increase in trade with other Latin-American 
countries and with the United States that has saved the situation. In 
1940 the United States took no less than 58.3 per cent of Chile’s 
exports, as against 15 per cent in 1938 and 30 per cent in 1939. In 
1941 exports to that country were valued at over 500 million gold 
pesos, as compared with 107 million odd in 1938, while imports from 
there also increased very materially. The Government’s chief difficul- 
ties come from a rise in prices, which is causing concern, and the fact 
that the financial years 1940 and 1941 both closed with a deficit. The 
slogan of the new Administration is ‘‘to govern is to produce’, and the 
Government is carrying on the policy of the Aguirre Cerda Administra- 
tion of encouraging and financing various branches of economic 
development, but some time must elapse before it bears fruit in greater 
national wealth or increased revenues. 

ME. 


C. M. C. 


1 Over 40 per cent of the population live by agriculture, most of them in great 
poverty. Social welfare and security legislation is, however, probably as advanced 
as in any country of the world. 

® Chile’s copper reserves are 36.8 per cent of the world’s reserves, and Chile 
is the only producer of natural nitrates in the world. 








OUTLINE OF MILITARY OPERATIONS 


WESTERN EUROPE AND ATLANTIC 

Enemy activity over Great Britain was limited to light attacks by 
single or small numbers of aircraft, chiefly on coastal regions. Some 
bombs were dropped on places in the West Midlands on July 16, 
doing some damage, and the Germans claimed to have caused large 
fires at Middlesbrough in raids on the nights of July 6th and 7th. In 
all these raids the Germans lost 10 aircraft. 

Operations against Germany included a raid by a strong force on 
Wilhelmshaven (July 8 night) in which much damage was believed 
to have been done, at the cost of only 2 aircraft; on Dantzig and 
Flensburg (July 11 evening) by several squadrons of Lancasters, at 
the cost of 3; on the Ruhr (July 13 night) by a strong force at the cost 
of 5 aircraft; on Flenderwerke U-boat yards, 5 miles north-east of 
Liibeck, and Flensburg by a force of Stirlings (July 16 evening), at 
the cost of 2; on the Ruhr by daylight (July 16, 17, and 18) when no 
aircraft were lost; and on Vegesack U-boat building yards, near Bremen 
(July 19 night), at the cost of 3 aircraft. Many fighter sweeps were made 
over occupied territory and attacks carried out on shipping. Objec- 
tives raided included aerodromes at Abbeville and elsewhere, the railway 
at Boulogne, camps, troops, etc., on the Cherbourg peninsula, power 
stations at Chocques and Mazingarbe, and industrial buildings in the 
Lille-Bethune area. During all these operations 12 enemy aircraft 
were destroyed and the number of British lost was 41. 
Shipping was attacked frequently off the Dutch and French coasts. 
On July 9 night naval light coastal craft sank 2 and damaged 3 
of 6 armed minesweepers, sustaining slight damage but no casualties 
themselves; on July 14 3 small enemy vessels were set on fire off Ostend; 
on July 15 a small coaster was set on fire off Holland, and an escorted 
tanker sunk off the French coast by light naval forces, which sustained 
no fatal casualties; on July 18 in an attack on a convoy off Cherbourg 
a supply ship was left sinking and 1, probably 2, Flak ships damaged. 
On July 15 some light naval craft on air-sea rescue duty were attacked 
by F.W.190 aircraft near the French coast and one sunk and others 
damaged. They destroyed 1 enemy aircraft and Spitfires shot down 
2 more. In addition mines were laid in enemy waters each night. 

On July 20 evening a mass low-level shooting-up expedition was 
‘made across the French coast 70 miles wide, from near Havre to Le 
Treport. Targets attacked included factories, gun posts, army billets, 
a radio station, railway engines, and army cars and lorries. Nearly 
200 Spitfires and an American Eagle squadron took part. 

The Germans described all the attacks on Germany as nuisance 
raids in which casualties were caused among civilians. They also 
announced an air and U-boat attack, begun on July 2 and kept up 
for several days, on a convoy of cargo steamers between Spitzbergen 
and North Cape, claiming that all the ships were sunk and a U.S. 
cruiser damaged. They also reported (July 9) the sinking by E boats 
of 6 tankers in a convoy off the English coast, and of 2 destroyers ot! 
the south coast on July 11th. Of the raid on Dantzig they said that 
British aircraft, violating Swedish neutrality, had raided several towns 
on the Baltic coast, and at Dantzig had bombed, not military objec- 
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tives, but buildings of cultural interest and residential districts. 
Hospitals were hit, though clearly marked. 

{merican Waters. Unofficial figures of the number of ships lost in 
the West Atlantic, including the Caribbean Sea and the Gulf of Mexico, 
since December 7 showed this to be 385 up to July 19 last. On that 
day the Germans announced the sinking of 10 by U-boats in the Gulf 
of Mexico and off the Panama Canal, and on July 19 the U.S. Navy 
reported the loss of 5 vessels, 4 American and | British. 


GERMANY AND RUSSIA 

since the Germans claimed, on July 7, to have captured Voronezh 
the tide has turned against them in that area, but in the south they 
have continued to make progress in their drive south-eastward from 
Millerovo and Voroshilovgrad, and on July 18 claimed to have reached 
the Lower Don east of Rostov on a broad front. Actually, the Germans 
crossed the Don in some force west of Voronezh, and their troops have 
been fighting in the outskirts of the city, but the Russians have not 
only held them, inflicting heavy losses on the armoured forces which 
had established a footing on the east bank of the river, but have 
arrested the initiative from the enemy, who have been on the defensive 
since the middle of July. On July 15 they were reported to be digging 
in their tanks, constructing fortifications, and bringing up heavy 
artillery, including guns of 105 mm., to use against the Russian tanks. 

The fighting was particularly severe in the fork between the junction 
of the Voronezh river and the Don, and on the banks of the Don north- 
west of Voronezh. The strongest German thrust was made from the 
Kursk area, due west of Voronezh, on July 8 by an armoured force of 
1,000 tanks, each with an aircraft overhead, which tried to get across 
the Don before the Russians could recover from the first.shock of the 
attack. These tanks were followed by German, Hungarian, Rumanian, 
and Slovak infantry, but they did not succeed in establishing a bridge- 
head, and meanwhile were attacked in the flank by the Russians. 
The Germans then made an attempt to widen the sector, a force 
moving north to fight its way along the line of the river, but this was 
held up by the Russians north-west of Voronezh, and 100 tanks put 
out of action. 

On July 10 the Russians announced the opening of a counter- 
)) offensive on the left flank of the enemy salient, to relieve the pressure 
} on Voronezh, where the German onslaught had been resumed the 
previous day with redoubled fury. Strong Luftwaffe formations were 
taking part, concentrating on protecting the pontoon bridges across 
the river. On July 11 a very heavy force crossed it, and moved towards 
Voronezh in two directions, and on the next day broke through the 
Russian positions into the area of the city. Their losses had been very 
serious, however, the Russians giving as an example those in one 
sector alone in 10 days’ fighting as 35,000 killed and wounded, and 167 
tanks, 106 anti-tank guns, 115 lorries, 220 wagons, and much other 
material destroyed. On July 13 they began to storm the city, using a 
smoke screen and flame-throwers, while 500 tanks and 2 divisions of 
infantry waited outside to pour through the breach made. On that 
and the next day the Russians struck back with such force that the 
advance was checked in several sectors, and on July 17 they were able 
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to announce that the enemy were being held. The Germans were now 
digging in and fortifying both sides of the Don, and by July 18 the 
Russians claimed to have the initiative. They broke into the north-west 
outskirts of a place in the Voronezh area, and captured an important 
enemy bridgehead on the river and a locality south of the city. They 
also stated that 4 identified enemy divisions had now been knocked 
out. By July 20 it was considered in Moscow that the situation had 
been almost completely reversed in the past 5 days, since the Russians 
were now passing strong forces across the Don, and Pravda declared 
that “‘south of Voronezh our counter-blows are developing successfully, 
Slowly we are breaking down the enemy’s stubborn resistance’. 

On the southern front the Russians were unable to check the German 
drive south-east towards Lisichansk and Voroshilovgrad down the 
Donetz and eastward to Millerovo, on the north-south railway about 
50 miles north of Kamensk. Rososh was evacuated on July 10, 
Lisichansk and Kantemirovka on July 12, and Boguchar and Millerovo 
on July 13 in the face of attacks by forces superior both in numbers 
and material, and the same day the Russians announced that the enemy 
were thrusting south-east and were now near Artemovsk, Gorlovka, 
Makeyevka, and Voroshilovgrad. On July 15 Pravda published a 
stirring appeal for an all-out effort to stem the tide, declaring that the 
enemy were now pushing towards Stalingrad, “the solar plexus of our 
country’’, so that it was now “‘a battle for life or death”. 

The Germans announced on July 11 the capture of many prisoners. 
After repeating the claim to have stormed Voronezh on July 7 they 
stated that between June 28 and July 9 88,589 prisoners had been 
taken, and 1,007 tanks and 1,588 guns captured or destroyed, adding 
that between Kharkov and Kursk and the Don front there were now 
no enemy forces worth mentioning. Near Orel the Russians now only 
had weak forces, and south-west of Rzhev the ring round them was 
being tightened, resulting in the capture of over 30,000 prisoners and 
the destruction of 218 tanks, 591 guns, etc. (reported July 13). Later 
they gave the number of tanks destroyed there between July 5 and 13 
as 446, and the prisoners up to July 16 as 40,000. 

On July 16 the German News Agency issued figures showing that 
between May 14 and July 13 the prisoners taken totalled 706,000, the 
tanks captured or destroyed 3,940, and the guns 7,100. The Russian 
figures for the 2 months were 350,000 Germans killed, 550,000 wounded 
and prisoners, with 2,000 guns, 2,900 tanks, and 3,000 aircraft, while 
the Russians lost 399,000 killed, wounded, and missing, 1,905 guns, 
940 tanks, and 1,354 aircraft. Figures were also issued in Berlin 
{July 7) of the losses at Sevastopol, i.e. 97,000 prisoners taken between 
June 7 and July 4, with 467 guns, 26 tanks, 759 mortars, etc.; while the 
Russian killed were between 30,000 and 40,000. The German losses 
were 872 officers and 23,239 men, of whom 190 and 4,}47 were killed 
and 11 and 1,580 missing. The Germans also made the claim that in 
1 day’s air fighting 127 Russian aircraft had been destroyed, for the 
loss of 3 German. 

On July 13 the Russians gave figures of the losses south-west of 
Rzhev, in correction of the German claims. They said that between 
July 2 (when the German advance to outflank them began) and 13 
their losses were 7,000 killed and wounded, and 5,000 missing, while 
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the Germans lost over 10,000 killed, with more than 200 tanks, 70 guns, 
50 aircraft, etc. 

Russian figures for aircraft losses were: week ended July 11 583 
German and 225 Russian; and week ended July 18 211 German and 
137 Russian. The Germans frequently reported the destruction of very 
large numbers of enemy aircraft with negligible losses themselves, 
e.g. on July 7 98 Russian and 2 German, and from June 23 to July 6 
980 Russian and 89 German. 

At sea the Russians reported (July 8) a submarine attack on the 
Tirpitz in the Barents Sea, in which hits were believed to have been 
scored with 2 torpedoes. The explosions were heard, but not seen, 
and from the published accounts it would not seem possible to confirm 
that the battleship, and not one of the escorting vessels, was hit. The 
Germans described the report as ‘‘sheer fabrication’. On July 10 the 
Russians reported the sinking of 5 transports plying between Germany 
and Finland, and the Germans (July 11) the sinking of 3 cargo ships, 
a destroyer, and an escort vessel in the Arctic. Other similar claims 
were made later, on July 18 the Russians reporting the sinking of 5 
and damaging of 11 German ships in 3 days in air raids over the Gulf 
of Finland. Finally, on the night of July 18 Russian aircraft raided 
Kénigsberg, in East Prussia, starting 38 fires and getting back without 
loss. The Germans stated that “ineffective nuisance raids’ had been 
made on several places in East Prussia. 

On July 18 the Russians spoke of furious battles “in the direction 
of Kamensk’’, on the Donetz 80 miles north of Rostov, and next day 
admitted the loss of Voroshilovgrad. The Germans were now therefore 
across the Donetz and advancing southward across the area enclosed 
in the bend of the river, threatening to isolate the Russian forces in the 
area north of Rostov as well as Rostov itself—in fact, they claimed 
already to have done this by reaching the Lower Don, and reported 
on July 16 that the encircled enemy were attempting to break through 
to the east, but were unable to do so. The information availabie, 
however, did not confirm this claim, and further east in the Donetz 
bend, also, the Russian troops appeared, by determined rearguard 
actions, to be giving their main forces time to withdraw to the Lower 
Don more or less intact. 

The position on July 20 in the critical section of the front was that 
the main German pressure was on both sides of the Donetz in the 
direction of Kamensk from the Voroshilovgrad and Millerovo areas, 
with the most advanced elements some 20 miles from Kamensk, 
where they were being held, temporarily at least, by strong Russian 
resistance. The Germen claim to have reached the Lower Don on a 
wide front was not repeated in their communiqués. 

On other fronts fighting was reported in the Lake Ilmen area, near 
Rzhev, north of Orel, and near Bryansk. Both sides claimed successes 
in all these zones, the Germans reporting (July 9) that they had routed 
the Russians north and north-west of Orel and destroyed 289 tanks 
and that south of Rzhev they had surrounded a Russian force and was 
Wiping it out, despite its desperate attempts to break out. 


MEDITERRANEAN AREA 
Raids on Malta continued without inter mission, and for some days 
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on a fairly heavy scale. On July 6 7 raiders were shot down, and the 
total for the 24 hours ending July 8 evening was 24, with many more 
damaged. The enemy were stated to be using the method of “‘little and 
often”’ as regards the attacks. On July 9 it was announced that since 
Italy entered the war 2 years earlier 682 raiders had been confirmed 
as destroyed, and on July 15 it was stated that 100 had been shot down 
since the beginning of the month, July 9 and 10 having been very 
successful days. 

The Germans claimed on July 7 that 16 British fighters had been 
shot down over the island, next day 14, and on July 11 12. 

British aircraft bombed Messina on July 7 night, causing large fires. 
The Italians reported this as a raid on Messina and Reggio, in which 
there were no damage or victims. At sea British submarines sank 2 
ships on their way to Libya (reported July 10). The Germans claimed 
(July 7) the sinking by U-boat of a convoyed steamer in the Eastern 
Mediterranean, and hits by bombers on a cruiser in the Western 
Mediterranean (July 16). The Italians claimed (July 10) the sinking 
by torpedo-carrying aircraft of a 5,000-ton steamer laden with tanks, 
etc. in the Eastern Mediterranean. ‘ 

On July 17 the sinking by U-boat was announced of the Turkish 
tanker Antaris on its way from Alexandretta to Haifa in ballast, and 
the loss of the Swedish steamer Stuerborg, under charter to the Inter- 
national Red Cross, sunk by Axis bombers after taking wheat to Greece. 
She was clearly marked. 


NORTH AFRICA 

Early on July 10 the British forces (including Australian and South 
Africans) based on E] Alamein made an attack and advanced along the 
railway some 5 miles, taking 1,500 prisoners. This followed a compara- 
tive lull of 3 days during which ground operations were confined to 
gun-fire and harassing activities by battle groups at various points along 
the front. The Air Force were very active, however, and made heavy 
raids on El Daba, Benghazi, Tobruk, and Derna, and on troops and 
transport in the forward areas. The enemy also moved forward, in the 
south, but was at once engaged, and lost several tanks. On July 11 the 
positions gained near the coast were consolidated, and Tel el EFisa 
station occupied, with some 500 more prisoners. Next day 2 enemy 
counter attacks were made and pushed home, but the Australians 
restored the position. Almost continuous Axis attacks continued on 
July 13 and a heavy onslaught was made on July 14 evening, resulting 
in the enemy partially succeeding in establishing himself at Tel el 
Eisa; but the high ground was firmly held. Meanwhile, on July 14 the 
Imperial forces, of New Zealand and Indian infantry, attacked in the 
centre and were supported by a limited number of tanks next day. 
They captured the Ruweisat ridge, running for 6 or 7 miles east and 
west about 10 miles from the coast, and took prisoners. Heavy fighting 
continued all July 16 and 17, the enemy attempting to recover the 
ridge, but losing 25 tanks on the first day, while in the north, early on 
July 17, the Australians made another move forward in a south 
westerly direction from El Alamein, and captured another small ridge. 
Counter attacks forced them later to give up some of the ground gained, 
but their positions were maintained the next two days and a slight 
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advance was also made in the centre, on the Ruweisat ridge. On July 
») mobile forces in the south, with their left flank on the edge of the 
Qattara depression, pushed forward the British line about 10 miles, 
the enemy withdrawing north westward. This meant that he had been 
pushed back between 5 and 10 miles all along the 40 mile line from the 
sea to the depression. More prisoners were taken, making 4,000 since 
luly 14. 

’ The outstanding feature of the whole operations, however, was the 
intensity of the air attacks made by British, Australian, South African, 
and American aircraft. The airfields at El Daba were frequently 
bombed and attacked by fighter-bombers, and the number of Axis 
aircraft believed to have been destroyed or damaged was very large. 
Mersa Matruh was heavily bombed, naval aircraft taking part, and on 
the night of July 10 naval units also shelled the port, sinking a cargo 
ship and blowing up an ammunition vessel. On July 13, in particular, 
a tremendous series of attacks were maintained, and fighter-bombers 
made the highest number of sorties ever recorded. Tobruk and Beng- 
hazi were also raided many times, and much damage done to shipping. 

On July 9 it was stated that since May 27 the number of Axis aircraft 
confirmed as destroyed was 284. They included many Stukas.and troop 
carriers. On July 19 it-was announced that aircraft losses for the week 
ended 18th were 67 Axis and 40 British, and this figure of 67 was much 
increased the next day by a raid on an El Daba airfield in which at 
least 30 Axis aircraft were destroyed or badly damaged on the ground. 

The number of Allied aircraft lost during the period, including those 
missing in the Mediterranean, was 61. 

The Germans claimed the destruction of large quantities of British 
aircraft in some of the actions; e.g. on July 11 they said 33 had been 
shot down, and on July 12 14. On July 14 when one British aircraft 
was reported lost they claimed 12 (the British figures of losses always 
refer to those of the day before the communiqué). They also claimed 
(July 16) the capture of 1,200 prisoners in a counter-attack in the centre, 
and of several hundred more 2 days later. 


PACIFIC AREA 
At the beginning of the month the Japanese made attempts, for 
4 days running, to reach and bomb Port Moresby, and again on 10th 


sand 11th made 2 further raids, but they were driven off each time and 


several aircraft brought down. The American Air Force bombed 
Dilli on July 9, and Buna, on the north-east coast of New Guinea, on 
July 11, with no loss. On July 14 they bombed Salamaua, on July 15 
Kalabahi, Alor Island, off the north-west coast of Timor, and on July 17 
Rabaul and Kieta, in the Solomons. On July 11 it was announced 
that U.S. troops had arrived at Port Moresby. 

The U.S. Navy issued a final report on July 14 on the confirmed 
losses in the Midway actions, showing that 20 Japanese vessels were 
sunk, and probably 4,800 men killed or drowned. The enemy carriers 
sunk were the Akagi, Soryu, Kaga, and Hiryu. American losses were 
the carrier Yorktown put out of action, the destroyer Hammann sunk, 


s with a total loss of 92 officers and 215 men. On July 17 a report 


on the Aleutian operations stated that the Japanese lost 3 destroyers 
and 1 transport, while 4 cruisers, 3 destroyers, 1 gunboat, and 1 trans- 
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port were damaged. Unofficial reports stated that a Japanese cruiser 
was also sunk, and on July 8 the torpedoing and probable sinking of a 
destroyer off Kiska was announced officially. 

The Japanese on July 7 issued a revised list of U.S. losses at Pear] 
Harbour, now claiming that 5 battleships, 2 cruisers, and 1 tanker had 
been sunk, 3 battleships, 2 light cruisers, and 2 destroyers heavily 
damaged, and 1 battleship and 4 light cruisers ‘‘particularly damaged”, 


Sino-Japanese War. Fighting continued in Kiangsi and Chekiang 
with the advantage on the side of the Chinese. The Japanese gained 
control of the whole of the railway running eastward from Nanchang 
into Chekiang, but in eastern and southern Kiangsi the Chinese 
succeeded in ousting them from several towns. On July 10 it was 
announced that the Chinese had recaptured Nancheng and had routed 
the enemy forces south of Nanchang and entered Chungsha, after 3 
days’ fighting on the Kwilan River, and that the Japanese were 
retiring on Linchwan, 65 miles S.S.E. of the Kiangsi capital and north 
of Nancheng. On July 13 Chungking announced that their forces 
were converging on Linchwan in 3 columns; on July 16 they reported 
the capture of Tsaotou, in East Kiangsi, south of Shangyao, on July 
17, of Nanyen, south-east of Shangyao, and on July 19 of Hengfeng 
and Iyang, both also in east Kiangsi. While they had suffered reverses 
further north, therefore, and were forced to release their hold on the 
railway connecting the two provinces, in central and east Kiangsi 
and in the area bordering on Chekiang they made steady progress, 
driving the Japanese out of one town after another. 

In east Chekiang fighting began again on July 7, and the Japanese 
at Lishui made progress south-eastward along the On River towards 
Wenchow and further south towards Liangchwan. On July 11 they 
occupied Wenchow, and on the 12 Juian, after taking Tsingtien (30 
miles S.E. of Lishui) en route. They were also active in Fukien Province, 
in the Min River area, and captured Futou Island, near Foochow. 
From that point onward, however, the Chinese began to recover 
ground. On July 13 they reported the recapture of Futou, and said 
they were still fighting stubbornly at Wenchow, on July 16 they 
claimed the recovery of Tsingtien, and on 18th announced the recapture 
of both Wenchow and Juian, and of Kinki. At the same time guerrillas 
were stated to be active in both Kiangsi and Chekiang, organized 
bands causing much trouble to the Japanese all over the two provinces. 

The Chinese also reported (July 10) the recapture of Poyang, on 
the east shore of the Lake, and, in Hupeh, the capture of’ Hwangme! 
and Kwangtsi, 25 and 40 miles respectively north-west of Kiukiang. 

U.S. Air Force H.Q. reported raids on Hankow on 4 days since 
July 1, great damage being observed on the water front, and (July 20) 
a heavy raid on Canton, where 60 Japanese aircraft were caught on the 
ground. 


BURMA AND THE INDIAN OCEAN 

Operations in Burma were confined to air raids on Akyab, Kalewa, 
Paletwa, Kalemyo, Gangaw, and Myitkyina. At Kalewa, which was 
bombed several times, steamers on the river were hit, and troops 
shot up. Kalemyo was attacked 4 times in 3 days and much damage 
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one. No aircraft were lost in any of these operations. On July 8 
t was learnt that 3 ships (1 Greek, 1 Swedish, and 1 Norwegian) had 
en sunk in 24 hours between Madagascar and the African coast, 
and next oe the loss of a U.S. steamer there on June 27 was announced. 
Qn July 2 Allied forces occupied Mayotte, a small island with a good 
harbour and an airfield about half-way between the African coast and 
the northern point of Madagascar. There was no resistance. 


CHRONOLOGY 
ANGOLA 
July 8.—The Portuguese Minister for the Colonies left Loanda on 
a visit to Leopoldville, Belgian Congo. 


ARGENTINA 

July 6.—President Castillo stated in a speech that his Government 
would take action against anyone who tried to make them change 
their attitude towards the belligerents. He condemned those who did 
not share the Government’s views on foreign policy as professional 
agitators and war-mongers, and counselled those who wanted to fight 
for democracy to leave the country and go to the war fronts. He 
quoted from a document of U.S. policy dated 1865 which stated that 
ifan American Republic had a difference with a European nation it 
could not be taken as an invariable rule that the American Republic 
was necessarily right. 

July 7—The Foreign Minister announced that the Government 
regarded their dispute with Germany over the torpedoing of the 
Rio Tercero as a closed incident, and he indicated that they had with- 
drawn their demand for a ceremonial mark of respect to the Argentinian 
flag. The German Note in reply to their protest had expressed the 
German Government’s deep regret and their willingness to pay com- 
pensation. : 

The new British Ambassador, Sir David Kelly, presented his letters 
of credence to President Castillo. 

A decree was issued ordering Argentine ships not to sail into a 
zone bounded by Denmark, the east coast of Canada, and the east 
coast of the U.S.A., owing to the dangers to shipping arising from 
the German blockade. 

July 15.—Opposition Members in the Chamber of Deputies expressed 
dissatisfaction with the settlement of the Rio Tercero incident, and 
the leading Radical speaker regretted that the Government did not 
see eye to eye with the Argentine people in matters affecting the 
national honour. 


AUSTRALIA 

July 10. It was announced that war and defence expenditure for the 
year ended June 30 was £A353,000,000; for the present year it was 
expected to exceed £A400,000,000. Revenue for 1941-2 was 
£A210,000,000, compared with an estimate of £A196,000,000. 
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July 20.—The Minister for the Navy and Munitions stated that the 
schedules for munition production operating in Australia were in volume 
and variety half as much again as those envisaged in 1941. At the 
outbreak of war 5,500 Australians were making munitions, and by the 
end of 1942 there would be almost 100,000. £A40 million had been 
spent on Government factories and £A8 million more had been used 
by the Government to develop private industries. £A10 million worth 
of machine-tools had been made, and £A200 million worth ordered, 
Australia was now a first-rate Power in the quality of munition-making, 
and some classes of her production exceeded by 50 per cent figures for 
comparable operations in the U.K. 

The Prime Minister of New Zealand arrived to confer with Mr. 
Curtin on the “constantly serious position’”’ in the Pacific. 


BELGIUM 


July 7.—The mayor and leader of the Rexist party of Charleroi 
was shot dead by a man described as a ““Communist”’. 

July 13.—Press reports from Berlin stated that a wave of sabotage 
was sweeping the country. Many hostages were taken by the Nazis. 


BRITISH HONDURAS 


July 8.—The arrest was announced of 17 persons on a charge of 
aiding the enemy. 


BULGARIA 


July 13.—The Ankara correspondent of the Swedish paper Ny Dag 
reported that 600 farmers, workers, and soldiers in Shumen and Popov 
had been arrested for anti-fascist activity. At Plevna and the surround- 
ing district 5,000 people, including 200 soldiers, were said to have been 
arrested. 


CANADA 


July 7.—The Air Minister announced that Canadian Army units 
and Air Force squadrons were stationed in Alaska. 

July 10.—King Peter of Yugoslavia and members of his Cabinet 
arrived in Ottawa. 


CHINA 


July 7.—A military spokesman announced that the Japanese had 
had 2} million casualties during the five years of the China War, 0! 
whom 1 million were killed and 14 million wounded. The Chinese 
had taken 29,924 prisoners, destroyed 2,540 aircraft, engaged in 14 
major campaigns and 10,375 minor battles, and captured 1,98! 
mountain and field-guns, 8,576 light or heavy machine-guns, 192,420 
rifles, and 8,841 tanks, armoured cars, and other motor vehicles. More 
than 800,000 Japanese troops were now immobilized on the fronts in 
China (excluding Manchuria) and 1,000 aircraft occupied there. 
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July 10.—It was announced that General Chiang Kai-shek had 
ent a reply thanking Mr. Churchill for his message to the people of 
hina and expressing confidence in ultimate victory. 


OLOMBIA 
July 7—Visit of Dr. Lopez, the President-elect, to the U.S.A. 
See U.S.A.) 


UBA . 

July 18.—The Government cancelled the diplomatic privileges of 
le Spanish Embassy and Consulates to use cyphers or codes in their 
lispatches, and obliged all messages to be submitted for censorship. 


ZECHOSLOVAKIA 
July 11.—Signing of Lease-lend agreement with U.S.A. (See U.S.A.) 


GYPT 

July 7—Makram Pasha Ebeid, the former Finance Minister and 
ecretary-General of the Wafd party, was dismissed from the party, 
n the ground that he had departed from Wafdist principles and had 
ccused the leader and other members of having neglected their 
uties. Ragheb Hanna Bey, one of the oldest members of the party, 
‘as also dismissed. 

July 8.—Sabri Abu Alam, the Minister of Justice, was appointed 
general secretary of the Wafd. 


} July 12.—A military prociamation prohibited the employment of 


efugees from Axis-occupied countries, whose employers must dismiss 
hem within 48 hours. Camps were being prepared for refugees not 
upported by parents or friends. Refugees must leave Egypt if “the 
ircumstances leading to their admission to Egypt cease to exist’, 
nd would not be allowed to remain there after the war. No further 
elugees from occupied countries would be admitted unless an agree- 
ent had been negotiated with the Power concerned. 

July 18.—The Duke of Gloucester arrived in Cairo. 


INLAND 
July 16.—U.S. request to close Finnish Consulates. (See U.S.A.) 


RANCE 


} /wy 6.—It was officially announced that a new army, to be known 


s the Tricolour Legion, had been formed to supplement the regular 
rmy of 100,000 men permitted under the armistice, and that it would 
ght on any front, at home or abroad. ; 

J uly 7.—It was learned that less than 1,000 volunteers in all had 
‘it France for Germany since Laval’s drive for workers for Germany 


Pcsen. Up to July 3 altogether 170,000 workers, including 35,600 
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women, had gone to Germany, but most of these enlisted before Laval’s 
campaign began. Laval addressed a letter to the chairman of the 
committee organizing the exchange of war prisoners against French 
workers, stating that 5,000 French prisoners were ready to be sent 
home and others would follow as fast as the new recruits for German 
industry could be assembled. 

The Governor of Dakar returned there from Vichy following con- 
versations with Marshal Pétain and Laval. 

July 8.—Marshal Pétain appealed at Tulle for more French workers 
to go to Germany, so that prisoners could return to France. ‘‘To get 
the prisoners back is a prime need to-day in view of the shortage of 
farm products’, he said... ‘‘The Government ask you to make this 
effort so that food can be given to the towns where men, women, and 
children go hungry’”’. 

The Paris wireless announced that Subhas Chandra Bose was in Vichy. 
A German officer was shot in Paris. 

July 12.—It was learned that the Vichy Government had protested 
against the British occupation of Mayotte. 

The Paris wireless broadcast a warning by the German Chief of Police 
that if persons responsible for sabotage or attacks against Germans 
were not found within 10 days after the deed was committed, all male 
members.of their families over 18 would be shot, all female members 
sent to forced labour, and children under 17 sent to ‘‘supervised houses 
of education’’. 

July 13.—It was officially stated in London that the name of the Free 
French movement would be changed as from July 14 to Fighting France 
(La France Combattante). The British Government and the French 
National Committee agreed on the following definitions: 

“Fighting France.—The union of French nationals wherever they may 
be and of French territories who join together in order to collaborate 
with the United Nations in the war against the common enemies. A 
symbol of the resistance to the Axis of all French nationals who do 
not accept the capitulation and who by all the means at their disposal 
contribute, wherever they are, to the liberation of France by the 
common victory of the United Nations. 

“French National Committee—The directing organ of Fighting 
France organizes the participation in the war of French nations and 
territories which join together in order to collaborate with the United 
Nations in the war against the common enemies and represents their 
interests with the British Government.” 

The first Free French commando unit was formed in Great Britain. 

Press reports from Berlin stated that a wave of sabotage was sweep- 
ing Northern France, and many hostages had been taken. 

July 14.—Leaflets with a message from Mr. Eden were dropped over 
France. It said that the French had in the past two years proved 
themselves faithful allies by continuing the struggle against the 
common enemy. “Not only disarmed by the enemy, but deliberately 
misled by your leaders, you have maintained unfaltering hostility 


towards the invader, and you have refused to place any confidence in 


the politicians whom the Germans have imposed upon you. You have 
proved better Frenchmen than they.’’ The message paid tributes to 
General de Gaulle’s troops and to those who continued to resist I 
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France itself, undeterred by the firing squad and the concentration 
camp. They had realized that if they gave Germany the man-power 
she needed so desperately, they would be prolonging the war, which 
must and would go on until Germany was beaten and Europe freed. 
They had refused to believe the fable that Britain had designs on 
France’s territory overseas. ‘‘For us the full restoration of France as a 
Great Power is not only a declared war aim and the fulfilment of a 
pledge made to a sister nation, but also a practical necessity if post-war 
reconstruction is to be undertaken within the framework of that 
traditional civilization which is our common heritage.”’ 

U.S. proposals concerning the French warships at Alexandria. 
(See U.S.A.) 

July 15.—It was learned that the French National Day had been 
observed both in occupied and unoccupied France in response to the 
suggestions made by the Committee of Fighting France in London. 
Crowds assembled wearing tricolor badges, and wreaths were laid at 
the war memorials in most of the principal towns. German tanks 
patrolled the streets of Paris to prevent demonstrations, but crowds 
assembled at various points and sang the Marseillaise. 

The Brussels German-controlled wireless announced that seven 
Frenchmen had been executed at Lille for the murder of a German 
soldier and for Communist propaganda and the possession of fire-arms. 

July 16.—Laval issued a statement to the press saying that on June 
26 instructions were sent to the Admiral commanding the French 
squadron interned at Alexandria that if British forces evacuated 
Alexandria the squadron was to attempt to reach a French port. If 
this proved impossible, they were to remain in Alexandria under the 
French flag. In no circumstances were they to follow the British in 
their withdrawal. The ships were not to be allowed to fall into 
foreign hands. These instructions were in accordance with the armistice 
terms and had been communicated to the armistice commissions. 

A memorandum had been sent to the U.S.A. on July 1 informing the 
Government of this, and stating that if the British interfered with the 
French ships, the French units would defend themselves with all the 
means at their disposal. The Vichy Government would be willing to 
consider any course enabling the ships to regain the nearest French 
port. Later, the U.S.A. was informed that Germany and Italy had 
recognized that the instruction given to the Admiral were in accordance 
with the armistice terms, and would treat any French warships 
found at Alexandria in accordance with those terms. The Note added, 
‘In view of these steps, any act of violence on the part of the British 
would have results of which the extreme gravity cannot escape the 
French Government.’’ The two proposals made by the U.S. Govern- 
ment (see U.S.A., July 14) were rejected as being unacceptable and an 
insult to the dignity of France. 


GERMANY 


July 8.—The Paper Office issued an order forbidding the sale of 
paper underclothing or other garments, except paper collars or factory 
overalls. 


July 12.—Reports from Geneva stated that Germany had lost about 
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one-third of her wheat and rye crops during the past year through 
poor cultivation and bad weather. The Berlin correspondent of the 
Swedish paper Svenska Dagbladet reported that the German Minister 
of Agriculture had decreed the requisitioning of all grain harvested jy 
Germany except what was needed for the peasants’ own consumption 
and for seed. 

July 13.—A correspondent of Basler Nachrichten in unoccupied 
France stated that there were 537,000 French workers in Germany on 
June 1. Workers in the steel, iron, building, and rubber industries and 
motor mechanics were specially in demand. Workers must sign a 
one-year contract, and have the same rights and responsibilities as 
German workers. 

July 15.—Hitler received Rashid Ali, with Ribbentrop present. 

July 17.—An official statement issued in Berlin paid a tribute to 
Laval’s ‘‘quiet but unambiguous answer to the transparent British and 
U.S. attempt at blackmail” concerning the French warships at Alex- 
andria, and the correct attitude of the Vichy Government to the 
armistice terms. 

The Berlin wireless said that M. de Brinon had mentioned the 
possibility that other French warships might be sent to help those at 
Alexandria to “defend themselves’. 

July 19.—The official organ of the S.S. stated that, as the result of 
the latest extension of its powers, the S.S. had now become the supreme 
German authority. The increase of its strength was now assured 
against the claims of the Wehrmacht. 

It was reported from Stockholm that the Germans had declared 
a “‘state of emergency”’ i i iti 


sail under convoy owing to the activity of Russian submarines. 


GREAT BRITAIN 


July 7.—Mr. Churchill stated in the House of Commons, in reply 
to questions on co-operation between the Army and the Air Force in 
the Middle East, that on October 7, 1941 he gave a ruling that upon 
the Military C.-in-C. announcing that a battle was in prospect the 
Air Officer C.-in-C. was to give him all possible aid, irrespective o/ 
other targets. 

July 8.—The Governor of Burma, in a review of the fall of Burma, 
said that, of the 14 million inhabitants of Burma, not more than 4,(() 
actively helped the Japanese, and they belonged mainly to the extremist 
Thakin Party, whose plan was to use the Japanese to oust the Britisi 
and then by some means to get rid of the Japanese. Most of the 
Burmese Ministers were loyal, and the only prominent official who 
co-operated with the Japanese was the Speaker of the Legislature. 
The Civil Service also was, with very few exceptions, loyal. In al 
some 460,000 refugees made their way to India, 14,000 by air. The 
scorched earth policy was applied so rigorously in Burma that the 
country was “absolutely devastated”; experts believed that some 
of the oil wells would never produce oil again, and that it would be 4 
long time before the Japanese would get any oil from the others. 

July 9.—The Colonial Office announced that 2 Africans had beet 
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appointed Assistant District Commissioners in the Gold Coast, follow- 
ing the opening of the Administrative Service in the Gold Coast to 
Africans. 

July 10.—Hr. Nygaardsvold, Norwegian Prime Minister, returned to 
ondon after visiting the U.S.A. and Canada. 

July 13.—Change in name of Free French movement. (See France.) 

July 14.—The Minister of Production, speaking in the House of 
Commons, explained the means adopted to ensure that the technical 
knowledge gained on the battlefield was conveyed to the supply 
Ministries, where the production engineers could work on it. He 
considered the results achieved satisfactory; the aeronautical industry 
of Britain led the world in adapting itself to the changing con- 
ditions which air fighting brought. He compared various types of 
British and German guns, especially the German 88 mm. and the 
British 3.7 gun, and concluded that in the field of artillery they had 
no reason to be frightened of their equipment as compared with the 
German. He assured the House that they were making the right 
tanks now and would do so in future. The tanks now being produced 
would have the necessary fire power for to-day’s battle, and the new 
types which were to be made in Great Britain and the U.S.A. would 
give a reasonable assurance of the superiority which was required for 
victory. He explained the difficulty of reconciling the antithesis 
between mass production, which required stability in the types of 
weapon produced, and the flexibility necessary to meet the constantly 
changing conditions of war. For this the greatest ingenuity was neces- 
ary. The scientific organization had been criticized, but he believed 
that it had reached a high degree of efficiency, and there were many 
things in which they were at the moment ahead of the world. 

Dealing with the organization which he had set up, he said that the 
Joint War Production Staff had to allot the right proportion of the 
national effort to each of the three Services and to civilian needs. 
In 1940, aircraft had been the prime necessity; with the entry of 
Russia into the war the emphasis shifted to tanks; at present, when 
means had to be found to transport the mounting production of 
Britain and America to the places where it was to be used, shipping 
took the first place, and accordingly a higher allocation of raw materials 
was given to the shipyards. This was closely linked up with the almost 
fantastic achievements of the U.S. shipbuilding programme. 

The work of the Raw Materials Division and the Machine Tool 
Control was closely interlocked with the raw materials programme of 
he U.S.A. The changes in the course of the war had made violent 
changes in the raw materials position. Rubber was an example. It 
vas considered more economical of shipping space to have the manu- 
facture of synthetic rubber concentrated in the United States, where, 
incidentally, it was out of reach of enemy bombers. 

A point had now been reached in production where not much help 
ould be obtained from introducing fresh labour into industry. In- 
teased production was not a matter of decreasing absenteeism or 
harder work, but of better planning, greater use of machine tools, and 

etter adjustment of loads. 

His visit to the U.S.A. had resulted in the creation of the Combined 
Production and Resources Board, which made the production of the 
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two countries one. There was a common pool from which each nati; 
could draw in accordance with a prearranged strategical plan lai 
down by the Combined Chiefs of Staff. Anything laid down in that 
plan ceased to be a British or an American requirement; it was af. 
Allied requirement. The Board also made it possible to save shipping 
for example, it would arrange that the U.S. should manufactuy 
clothing for British troops in the Middle East, while Britain many. 
factured clothing for American troops in that country. Britain woul 
make rolling stock for herself, while the rolling stock needed in thy 
Middle East would be made in America and shipped to the Persiay 
Gulf. Technical information was exchanged between the two countries 
The U.S.A. was ahead of Great Britain in simplification of design anj 
substitution of materials, but in the dilution of male and femak 
labour, control of raw materials, quality of fighter aircraft, manv. 
facture of the fastest bombers, and radio-detection, Britain wa 
ahead of the world. 

He gave figures to illustrate the satisfactory progress of production 
The index figure for the manufacture of aircraft by structural weight 
taking January, 1941, as 100, was 152 in July 1941, 191 in Januan 
1942, and 244 in June 1942. The corresponding figures for warlikd 
stores were: January 1941, 100, July 1941, 153, January 1942, 216 
and June 1942, 289. The production of armoured vehicles had nearly 
quadrupled since January 1941. The trend was still upwards, but they 
would presently reach, not a peak, but a plateau where it would 
limited by the amount of labour and raw material available. Pr 
duction could not be further increased by building new plant or by 
cutting down civilian consumption. “‘But we can, out of our existing 
resources, improve production by better planning, design, and opennes 
of mind.’ He concluded with a tribute both to the manufacturer 
and the workers. 

It was announced that civilian air raid casualties during Juné 
numbered 300 killed and 337 seriously injured. 

Mr. Eden’s message to France. (See France.) 

July 15.—Sir Andrew Duncan, replying to the debate on produ: 
tion, said that the total volume of British munitions production was 
now no longer in doubt. Between January, 1941 and June, 1942 output 
per person had increased by over one-third. Tank production must be 
approached as a long-term proposition, and Britain was still suffering 
from lack of sufficient research in the pre-war years. He gave al 
account of the difficulties caused by the loss of tanks in France, ant 
the need for using such designs as were available in order to product 
tanks rapidly to make up the deficiency in numbers. Some of the 
tanks showed defects, but these had been remedied as far as possible. 
By now a body of experience and sound engineering knowledge hai 
been built up which could make it much more certain that the next 
tank that came off the line would be a really good one. Early in 194! 
a mission had been sent to America, and it had now reached agreement 
on a programme of tank design and the allocation of production. _ 

Mr. Bullitt, who had been appointed special assistant to the Us 
Secretary of the Navy, arrived in London. 

The Turkish Ambassador, speaking at Birmingham, said that Turkey 


in close consultation with her ally, Britain, had decided to be not 4s 
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jability but an asset. A false step might be ruinous not only for 

urkey but for her friends. Turkey was now twice as strong as a year 
neo. He urged Britain not to be influenced by mischievous propaganda, 
vhich tried to drive a wedge between the two countries. 

July 16.—Both Houses of Parliament discussed the shipping situa- 
ion in secret session. 

Mr. Stettinius, U.S. Lease-Lend Administrator, arrived in London. 
e stated that his object was to see at first hand how the Lease-lend 
ylicy was working and whether its operation could be improved. 

July 18.—Mr. Lyttelton, inaugurating an Anglo-Soviet week at 
ldershot, said that Britain had not allowed considerations of her own 
afety to stand in the way of supplying Russia with arms. Tanks had 
been shipped to Russia at the rate of 50 a week, and by the end of May 
| per cent more aircraft had been sent than had been promised up to 
he end of June. Referring to the German offensive in Russia, submarine 
varfare, and possible developments in the Pacific, he said, ‘At no 
ime since the Battle of Britain have we stood in graver peril. It 
vould be folly to deny that these 80 days in front of us are some of the 
sravest that we have ever faced.”” He paid a tribute to the heroic 
pirit of modern Russia, and expressed his conviction that Hitler’s 

adventure in Russia would in the end bring him nothing but disaster. 
' 19.—It was announced that the British Government had 


{ mines in Swedish waters. 

The King and Prime Minister of Greece arrived in London from the 
S.A. 

It was announced that an agreement had been reached according 
o which about 1,800 British and allied officials and members of 
ieir families from Japan, Manchuria, occupied China, Siam, Indo- 
‘hina, and the Philippines would be exchanged for Japanese nationals 
vho were in British territory when the war broke out. The exchange 
vas to be made at Lourenco Marques on August 27 and September 7. 





REECE 
July 10.—Signing of Lease-lend agreement with U.S.A. (See U.S.A.) 


UNGARY 
July 14.—Mixed Commission on disturbances between Hungary 


pnd Rumania. (See Rumania.) 


July 15.—The Prime Minister, M. Kallay, admitted in Parliament 
hat during the “cleaning-up operations’ at Novisad in January 
here were deplorable developments, in the course of which certain 
ungarian officials had committed excesses, with the result that 
ersons unconnected with the military or political situation lost their 
Ives. 


CELAND 


_July 11.—Signing of Lease-lend agreement with U.S.A. (See 


U'S.A.) 
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July 20.—The final results of the election for the Althing we 
announced, the position being—Independence Party, 17 seats; Labo 
6; Progressives, 20; Communists, 6. 


INDIA 


July 8.—It was announced that recruits accepted for the Army; 
May reached the record figure of 70,000. : 

July 10.—It was learned that the Viceroy had appointed Sir Hoy 
Mody to act as his deputy as Chairman of the War Resources Coz 
mittee of his Executive Council. 

July 14.—A resolution on the attitude of the Congress Pz 
towards the war, submitted by Mr. Gandhi and adopted after amen 
ment by the Congress Working Committee, was published. It call 
for the immediate withdrawal of British rule from India. Congre 
had hoped that the policy of non-embarrassment which it had pursue 
during the war would be appreciated and would lead to the transfer 
real power to popular representatives, so that India might make ij 
fullest contribution towards the realization of freedom throughoy 
the world. These hopes had been dashed by the negotiations wi 
Sir Stafford Cripps. This had resulted in a rapid increase of ill-wi 
towards Britain; Congress desired to change this to good-will so the 
India might be a willing partner in the joint enterprise of securiy 
freedom for the nations, but that would not be possible unless Indi 
was free. The present unreality would then give place to reality, a 
India would be able to solve her problems on an agrecd basis. | 
would for the first time be realized that the propertied and moneyed 
classes derived their wealth from workers in the fields and factorie 
to whom power and authority must belong. 

On the withdrawal of British rule, responsible men and women i 
India would form a Government representative of all important se 
tions of the people, which would later prepare a scheme for a (Co 
stituent Assembly which would draw up a Constitution. Represent4 
tives of free India and Britain would confer for the adjustment of futu 
relations and the co-operation of the two countries as allies again 
aggression. In making its proposal, Congress did not desire to e 
barrass Great Britain or the Allies in the prosecution of the war, or 
encourage aggression against India or China.. It therefore agreed 1 
the stationing of British troops in India to resist Japanese or othe 
aggression and to help China. The proposal for the withdrawal | 
British power did not mean the physical withdrawal of all Britis 
persons, and certainly not of those who would make India their hom 
and live there as citizens and equals with others. It was realized the 
there were risks in the course proposed, but toner ae be faced i i 


Maulana Azad, the Congress President, stated in an interview thd 
the resolution was not an ultimatum, but merely a reiteration of th 
national demand. Its object was to emphasize the need for India’ 
independence so as to make the defence of the country effectiv’ 
Congress recognized that India could only be defended by means | 
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rmed forces. He himself would not hesitate to introduce conscription, 
ut the presence of the British ‘‘made things impossible”’. 

Mr. Gandhi, commenting on the resolution, said, ““There is no room 
{t for negotiation; either they recognize India’s independence or 
hey don’t.” He said that the proposal was intended to help China 
nd to make common cause with the Allies, but added, “There is no 
uestion of ‘one more chance’. After all, this is open rebellion. I 
onceive of a mass movement, on the widest possible scale, though of a 
urely non-violent character.” 

Mr. Jinnah, President of the Moslem League, said Mr. Gandhi was 
punching a movement to induce the British to withdraw from India, 
nd in the same breath was agreeing that British troops should remain 
) defend India. “I ask Gandhi to give up his game of fooling the 
foslems by insinuating that we depend on the British for the achieve- 
ent of our goal—namely, Pakistan. What we want is independence, 
x Hindus, Moslems, and others. Gandhi, by independence, means 
ongress. 

July 16.—The Duke of Gloucester, in a farewell broadcast in Delhi, 
ypealed to Indians to lay aside their differences and fight for their 
omes, posterity, and culture. 

Pandit Nehru told the press that the demand for the withdrawal 
f British power was made because only when India was free would 
ie spirit of resistance to aggression be infused into the people. A 
idden withdrawal would involve risks, but any risk was better than 
e risk which India faced at present. 

Pandit Nehru informed the press that the Congress demand 


ith them. He also said that Congress would not be satisfied with an 
merican guarantee of the British promise to grant India independence 


July 18.—Mr. Jinnah, inthe Moslem paper Dawn, described Gandhi's 
solution as ‘‘a challenge to the British Government, the United 
tates, and all other parties in India’, and said the Congress claim 
have done its utmost to find a solution to the communal tangle 
jas a “‘brazen-faced falsehood’’, recalling that it was for trying to do 
iis that Mr. Rajagopalachari was “‘hounded out”’ of the organization. 
July 19.—Mr. Gandhi, replying in Harijan to a question concerning 
at would happen if Subhas Bose made a treaty with Germany and 
apan by which India was declared independent and Axis forces came 
to drive out the British, said that this would only fling India out of 
e frying pan into the fire, as it would mean the entry of German 


oops. Germany was under no obligation to deliver India from 
mdage. He did not want Allied forces for the defence of India. 
If they left these shores we expect to manage somehow. We may put 
p a non-violent defence. If luck favours us, the Japanese may see no 
Fason to hold the country after the Allies have withdrawn, if they 
scover they are not wanted.” 

In an article on the possible suppression of Harijan, he claimed that 
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the paper was not anti-British, but “‘pro-British from head to foot," 

Sir Firoz Khan Noon, Defence Member of the Viceroy’s Council 
said that Mr. Gandhi was seeking to establish Hindu rule by force 
this was not only sheer blackmail, but a stab in the back to th 
Governments which were resisting Fascist dictatorship. He regrette; 
that Congress had taken a step which would imperil freedom every. 
where, and was sure that labour, the depressed classes, the Moslems 
the Communists, and the Indian States would not support civ 
disobedience. 


ITALY 

July 7.—The Currency Minister and the Under-Secretary for Wa 
Industry left for Berlin, at the invitation of the German Government 
to confer with Funk and other German experts about plans for the 
exchange of whole industries, aimed at concentrating in each country 
the entire production of those industries for which each was beg 
adapted. 

July 14.—Berlin reports received from Stockholm stated that th 
Italian 35,000 ton battleship Jmpero had been commissioned, and he 
sister ship, the Roma, was also ready for service. Several new cruise 
were also in commission. 


JAPAN 

July 8.—The Government issued a 5,000 million yen war loan. 

The new Soviet Ambassador, M. Melik, presented his letters « 
credence to the Emperor. 

July 15.—The Foreign Minister said that Japan’s relations wit 
Russia were still regulated by the Neutrality Treaty between the tw 
countries. The Soviet Government had assured Japan that the recen 
Anglo-Soviet Treaty and the Soviet-American agreement contained 
clause relating to Japan. Great Britain and the U.S.A. had, he sai 
been spreading propaganda in an effort to alienate Japan and ti 
Soviet Union. It was also clear that they were planning a counter 
offensive against Japan. 

July 19.—Exchange of officials between Great Britain and Japan. (54 
Great Britain.) 


NETHERLANDS 

July 9.—Swedish reports stated that Gen. von Rundstedt, 0 
commander of the German forces in France, was in the Netherlané 
on a tour of inspection of the coastal defences. 

July 10.—An agreement establishing diplomatic relations between t 
Netherlands and the U.S.S.R. was signed in London. 

July 13.—The German-controlled Dutch wireless announced tli 
many hostages had been seized. The commander of the German forog 
stated in a proclamation that their lives would be forfeited if acts! 
sabotage were committed. 
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NICARAGUA 

July 7.—It was learned that all Axis nationals as well as suspicious 
characters of other nationalities were being removed from coastal 
regions, following the sinking of an American freighter by a U-boat 
in Limon harbour, Costa Rica. 


NORWAY 

July 9.—It was learned that the Germans had burned down the 
village of Bulandet on an island off Bergen, and removed the male 
ypulation to concentration camps. 

July 11.—Signing of Lease-lend agreement with U.S.A. (See 
U.S.A.) 


July 9.—The Deputy Prime Minister told the press in London that a 
ear previously 80,000 Poles had been murdered by the Germans, 
ater on 100,000 and 140,000, and in the past few months this figure 
ad risen to 400,000. This increase was due to the growing terror 
ppplied to the Poles, and to the beginning of wholesale extermination 
f the Jews. 2} million Poles had disappeared from Poland under the 
ierman terror since 1939, including 550,000 killed. He gave many 
istances of the murder of sometimes 2 or 3 thousand people in one 
bight. Executions for attacks on Germans were now carried out at the 
ate of 50 Poles for one German killed. 

July 11.—It was learned that half the Jewish population of Chub- 
sshov, a town in the Lublin district, numbering between 2,000 and 
000, were executed by the Nazis on June 22 and 23. 

July 14.—Completion of Professor Kot’s mission to the U.S.S.R. 
See U.S.S.R.) 

July 17.—It was learned that the Krakauer Zeitung, a German 
aper published in Poland, had admitted that Polish-organized attacks 

German transport trains going to the Russian front were increasing. 
he German authorities were attempting to stamp them out by 
iposing death sentences. 

July 20.—German newspapers reported that 21 Polish soldiers had 
en executed at Bydgoszcz on July 6, and that large numbers of 
oles were condemned to death daily for various offences. 


ORTUGAL 
July 8.—Another contingent of troops left Lisbon for the Azores. 


JIMANIA 


July 14.—A mixed German-Italian Commission appointed to inquire 
to the disturbances caused by the requisitioning of food by Rumanian 
thorities from peasants of Hungarian origin living in the part of 
ansylvania still held by Rumania arrived in the districts concerned. 
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July 17.—General Franco, at a meeting of the National Council 
of the Falange, proclaimed a law for the creation of the Spanish 
Cortes. He said that Communism was the chief danger to Europe, and 
Spain had definitely committed herself to fighting it six years ago, 
She would fight it again if it threatened her frontiers. The totalitarian 
system, he said, had proved its superiority in war and in the economic 
sphere. The moment had arrived when the juridical and adminis. 
trative organization of the country must be adapted to its institutional 
system; he had therefore decided that the Cortes should be entrusted 
with the task of securing the collaboration of all in the performance of 
State tasks through the family, the municipality, and the syndicate. 
It would draw up laws which would be ratified by the Head of the 
State. The Cortes, it was announced, would have 400 members and 
would be on the lines of the Italian Chamber. It would be composed 
of Ministers, national counsellors of the Falange, presidents of the State 
Council and of the civil and military courts, representatives of the 
national syndicates, the number of which must not. exceed a third of 
the total, the mayors of the 50 provincial capitals, and also of Ceuta 
and Melilla in Spanish Morocco, the rectors of universities, the presi- 
dents of the royal academies, and representatives of the institutes of 
the following professions: Civil engineers, lawyers, doctors, chemists 
veterinaries, and architects. The Head of the State would nominate 
50 members from the ecclesiastical, military, administrative, or social 
hierarchy, or in recognition for meritorious service to the State. 

The Head of the State would also designate the President of the 
Cortes, the Vice-President, and four secretaries. 

July 18.—General Franco appointed 50 members of the Cortes 
to hold office for 3 years. He stated that Spain’s position with regaré 
to the war remained solely anti-Communist. 

Action by Cuban Government re diplomatic privileges. (See Cuba. 


SWEDEN 

July 14.—The Swedish Government was understood to have pr 
tested against the alleged violation of Swedish territory by Britisi 
aircraft on July 11, when Danzig was bombed. 

July 19.—British reply to protest concerning dropping of mines 1! 
Swedish waters. (See Great Britain.) 


TURKEY 

July 8.—The Government announced the death of Dr. Saydam, thf 
Prime Minister, and Dr. Tuzer, Minister of the Interior, was appoint 
provisional Prime Minister. 

July 9.—It was announced that M. Sarajoglu had been appointe 
Prime Minister. He retained the Portfolio of Foreign Affairs, and t 
Cabinet was unchanged except for new Ministers of Agriculture all 
Commerce. 

July 10.—It was announced that M. Behjet Uz had been appoint 
Minister of Commerce, and Prof. Shevket Hagpoglu Minister 
Agriculture. 
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july 15.—Speech by the Turkish Ambassador to Great Britain. (See 
Great Britain.) 


U.S.A. 

July 7.—Dr. Lopez, President-elect of Colombia, arrived in Washing- 
ton on an Official visit to President Roosevelt, and was received by 
Mr. Hull. 

A special joint Order of the Day was issued by the Secretaries for 
War and the Navy, expressing the determination of America to drive 
the Japanese invaders “from every foot of Chinese soil’. Major- 
General Spaatz was appointed to command the U.S. air forces in the 
European theatre of operations. 

The Department of Justice announced that 29 leaders of the German- 
American Bund had been indicted by a Federal grand jury on charges 
of conspiring to evade the Selective Service Act and the Alien Registra- 
tion Act. 57 other leaders of the Bund were arrested in New York, 
and the Federal district attorney began an action to declare void the 
naturalization of 27 persons, some of them defendants in the con- 
spiracy case, and other sympathizers with the Axis. 

July 8.—Mr. Hull, in reply to press questions on Argentina’s recog- 
nition of the German blockade, said that he did not think it made much 
difference, since Hitler was attacking ships of neutrals wherever he 
could find them. 

Mr. Nelson announced a reorganization of the War Production 
joard, by the appointment of 2 vice-chairmen who were to be res- 
ponsible for the determination of the programme which was to be put 
into operation by the newly-appointed director of general operations. 

July 9.—President Roosevelt received Admiral Sir Andrew Cunning- 
ham, with the U.S. Naval C.-in-C. 

The State Department announced that Admiral Stark, Chief of 
the U.S. European Naval Forces, and Brigadier-General Bolte, Chief 
of Staff of the U.S. Army’s European Headquarters, had been ap- 
pointed to consult with the Free French Committee in London on all 
matters relating to the conduct of the war. A memorandum, addressed 
to General de Gaulle announcing this, emphasized the military charac- 
ter of this decision, and spoke of General de Gaulle’s ‘‘active military 
measures for the preservation of French territory for the French 
people’. It announced America’s agreement with the view of the 
French National Committee, “that the destiny and political organiza- 
tion of France must in the last analysis be determined by the free 
expression of the French people, under conditions giving them freedom 
to express their desires unswayed by any form of coercion’’. 

It was learned that 100 more arrests of leaders of the German- 
American Bund had been made. 

July 10.—A Lease-lend agreement was signed between the United 
States and Greece; its provisions were substantially the same as those 
of the agreement with Great Britain. or 

The President signed the Naval Expansion Bill authorizing 
the construction of over 500 warships, including aircraft carriers, 
cruisers, and destroyers, and 1,000 submarine chasers and torpedo 
boats, at a cost of $850 million. 
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The Federal Bureau of Investigation arrested 158 German members 
of a German-American vocational league subsidized by the German 
Labour Front. 

Mr. Paul Appleby, Under Secretary of Agriculture, addressing the 
American Institute of Public Affairs, stressed the need for the closest 
co-operation between the U.S.A. and the British Commonwealth, not 
only during the war but in post-war reconstruction. ‘‘Unless we can 
build in conjunction with Great Britain’, he said, ‘‘we cannot build at 
all.”’ |There was no other equal political entity with which the U.S.A. 
could so readily deal. Wherever British political principles took root 
the spirit of freedom grew; many students held that the Government 
of Great Britain was even more truly democratic than that of the 
U.S.A. 

July 11.—Lease-lend agreements were signed with Norway and 
Czechoslovakia, and it was learned that a similar agreement had been 
concluded with Iceland. The U.S.A. had agreed to repair Norwegian 
ships free of cost, and to assist in making good Norwegian tonnage 
lost in war service. Both Governments recognized that after the 
Germans had been driven from Norway the Norwegian Government 
might still need arms and equipment to ensure the maintenance of 
peaceful conditions. 

July 12.—Mr. McNutt, Chairman of the War Manpower Commission, 
said that 12,500,000 people were now directly employed on war work 
in the U.S.A.; another 5,000,000 would be added before the end of the 
year. 

July 13.—The Attorney-General reported the arrest of 14 persons 
known to have assisted the eight Nazi agents under trial on a charge of 
sabotage. 

The War Production Board stated that the average daily Govern- 
ment expenditure for war purposes was 158,000,000 dollars in June— 
an increase of 6.3 per cent over May. 

July 14.—Col. Knox, Secretary of the Navy, said that the U.S.A. 
planned to launch a world-wide campaign against enemy submarines 
and to use every possible vessel suitable for the purpose. “‘We have 
even been obliged’’, he said, “‘to rob the fishing industry to continue 
operations against submarines along the Atlantic coast.’’ American 
coastal convoys had been extended to the Caribbean Sea and would 
be extended to the Gulf of Mexico. 

Mr. Sumner Welles, acting Secretary of State, told the press that 
President Roosevelt had, on July 3, proposed to the Vichy Govern- 
ment that the French warships at Alexandria should be placed under 
U.S. protective custody and taken to an American or neutral Latin- 
American port, under guarantee of return to France at the end of the 
war. He had stated that if this offer was rejected, the British Govern- 
ment would be justified in ordering the ships through the Suez Canal, 
and if this order were disobeyed, in destroying them. The Vichy 


Government refused, and the President then proposed on July 9 that 
the chips suould proceed to Martinique under a U.S. and British 


safe-conduct, and be immobilized there under the same conditions as 
the other French warships. This proposal was also refused. The 
Government nevertheless hoped that Vichy would give these offers 
further consideration. 
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July 16.—It was announced that the Government had requested 
Finland to close all her Consulates not later than August 1, because 
the Finnish Government had denied American Consular officers their 
rights in connection with the representation of American interests in 
Finland. 

Vichy Government’s reply to Notes regarding warships at Alexan- 
dria. (See France.) 

It was learned that the Vichy Government had protested against 
the appointment of American naval and military consultants to the 
National Committee of Fighting France. 

July 17.—The President informed the press that Lease-lend aid 
during June reached the record figure of £177,000,000, as compared 
with £165,500,000 in May. The grand total of Lease-lend aid was 
now /1,301,250,000. 

Jul 3 Italian, who had expressed the hope 
that the Axis would win the war, were arrested in New York. 

July 20.—The House of Representatives passed by 392 votes to 2 
the new Tax Bill, expected to yield $1,575 million a year. 

The War Department announced that the R.A.F. was providing the 
U.S. Army Air Force in the Far East with aerodrome facilities, personnel 
accommodation, and cantonments. 


U.S.S.R. 

July 10.—Establishment of diplomatic relations with the Nether- 
lands. (See Netherlands.) 

July 14. s cot, ish Ambassador, left Kuibyshev 
for London after completing his mission of establishing Polish-Russian 
relations on the basis of the agreement signed by the two countries, 
and creating an organization to look after the 1,500,000 Poles in 
Russia. (Several thotsand of these had been sent to the Middle East, 
and others were to follow.) 


YUGOSLAVIA 

July 10.—Reports were received by Yugoslav quarters in London 
that the Germans and Italians in that country were making prepara- 
tions in case of retreat; all public buildings in the Maribor district had 
been mined, and the male population of certain districts had been 
deported. A Croatian patriot force of 40,000 was in control of the 
Gorski Kotar region behind Fiume. Many railway lines had been cut. 

Lokalanzeiger, quoted by the Swedish paper Svenska 
Dag biadet, ‘said that two Italian Alpine divisions had been sent against 
the Chetniks, who had lost 800 men. 

July 14. —Reports reaching the Yugoslav Government in London 
stated that Major Helm, the Gestapo chief at Zagreb, had been killed 
by Yugoslav patriots. The Gestapo took reprisals by firing at random 
in the streets, killing 700 people. 
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